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Current Economic and Fiscal 

Situation for States 
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State Fiscal Overview 

 Most states -- stability and slow 

growth 

 Revenue growth less in fiscal 2014 

and 2015 than fiscal 2013 

 Most states: budgets with spending 

increases 

 Additional spending on K-12, higher 

education, and healthcare 
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National Economic Indicators 

 1st Quarter GDP declined 2.9% 

 

 Fed projects 2.2% GDP growth in 

2014;  

 

 Fed: 3.0% to 3.2% in 2015 (June 

18th forecast) 
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Current Fiscal Situation: 

Indicators 
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Slow Budget Growth 
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States Restoring Some Cuts 

Made During Recession 
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Source: NASBO Spring 2014 Fiscal Survey 



NASBO 

Reductions in local aid have 

declined 

1 
0 

2 

17 

20 

16 
17 

5 

2 

0

5

10

15

20

25

Fiscal
2006

Fiscal
2007

Fiscal
2008

Fiscal
2009

Fiscal
2010

Fiscal
2011

Fiscal
2012

Fiscal
2013

Fiscal
2014

Number of states reducing local aid to help 
eliminate budget gaps 

8 



NASBO 

GF Revenue Growth: National 

Average vs. Midwestern States 
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State Revenue Growth Slows in 1
st

  

Quarter of Calendar Year 2014 
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States Have Rebuilt Reserves, but 

Haven’t Reached Peak Levels 
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Budget Cuts Made After the Budget Passed 

 ($ millions) 
 

Source: NASBO Spring 2014 Fiscal Survey 

Minimal Midyear Budget Cuts in 

Fiscal 2014 
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 Critical Challenges 
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K-12 and Medicaid Spending as a 

% of Total State Expenditures 
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Dear Ol’ Uncle Sam 

Highway Trust Fund 

Few or no Approps by Oct 1 

Sequestration in Place 

Debt Limit: March 2015 

Taxes 
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Revenue Issues 

 Income Tax/Fiscal Cliff 

Sales 

Gaming becoming limited  
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Debt Aversion 

 Infrastructure funding burden: 

3.5% of GDP 

We spend: 1% 

New money muni debt: 42% 

below peak 
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Pensions 

Illinois, Connecticut, Kentucky, 

Hawaii and Lousiana 

 

Nebraska, Wisconsin, New York, 

Tennessee and Iowa  
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 Background on State 

Spending Trends 
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Spending by Funding Source 

(Percentage) 

General Funds 
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Source: NASBO State Expenditure Report 
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Total State Expenditures by 

Function, Estimated Fiscal 2013 

Elementary & 
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General Fund Expenditures by 

Function, Estimated Fiscal 2013 
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Revenue Sources in the 

General Fund (Percentage) 

Source: NASBO State Expenditure Report 
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Outlook 
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State Fiscal Outlook 

 Slow increase in spending 
 

 Revenue growth remains slow in fiscal 2015 
 

 Challenges: infrastructure, long-term liabilities 
 

 “Crowd Out” 

 

 Federal impacts 
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